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SUBJECT: COTTON CONTRACT PROBLEMS 

1 . COTTON IMPORT AND EXPORT COMPANY (CIEC) OF DALLAS HAS 
CONTRACT PROBLEM INVOLVING CONTRACTS TOTALING 8000 BALES OF 
U.S. COTTON TO COMPANHIA DA FABRICA DE FIACAO DE TOMAR 
LOCATED IN TOMAR, PORTUGAL. CONTRACTS WERE MADE FOR MOST 
PART IN DECEMBER 1973 - JANUARY 1974 AT PRICES ABOVE 70 

CENTS PER POUND. COTTON PRICES SUBSEQUENTLY FELL TO MUCH 
LOWER LEVELS, AND ARE STILL IN RANGE OF MID AND UPPER 50'S. 

2. THE TRANSACTION, WHICH DRAGGED ON EOR SOME MONTHS WITH 
POSTPONEMENTS OF SHIPPING DATES AND RENEGOTIATION OF 
CONTRACTS, WAS CONSIDERABLY COMPLICA;ED WHEN OWNER-MANAGER 
WAS REPLACED BY COUNCIL FOR WORKERS. LAST COMMUNICATION 
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AUTHORIZE SHIPMENT OF ANY QUANTITY WHATSOEVER - PRICE IS 
UNSUPPORTABLE - COTTON SAME TYPE IN EUROPE AT 52/56 CENTS/ 
LB. SINCE GOVERNMENT DOES NOT AUTHORIZE US TO EFFECT THIS 
PURCHASE WE GIVE UP BUYING AMERICAN COTTON. END QUOTE 

3. USG INTERVENTION ON BEHALF CIEC IS JUSTIFD IF MILL'S 
PRESENT POLICY IS RESULT OF PORTUGUESE GOVERNMENT ACTION. 
DEPARTMENT IS UNABLE ON BASIS OF DOCUMENTS PROVIDED BY 
CIEC TO DETERMINE PRECISE CAUSE OF DIFFICULTIES, AND THUS 
WHETHER USG EFFORT WOULD BE APPROPRIATE. COPIES OF 
DOCUMENTS BEING AIR POUCHED TO EMBASSY (REGISTRY NO. 
374978). 

4. UPON RECEIPT THESE DOCUMENTS REQUEST EMBASSY INFOR- 
MALLY RAISE MATTER WITH APPROPRIATE GOVERNMENT OFFICIALS 
AND MILL, WITHOUT INDICATING ANY VIEWS ON MERITS. WE 
HOPE YOUR MAKING GOP AWARE OF OUR INTEREST WOULD LEAD 
TO CLARIFICATION OF GOP ROLE IF ANY. INGERSOLL 
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